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Analysts : Kinsteel's Prospects Favourable

Anulysts ure bullish on
Kinsteel Bhd's
prospects due to
favourable external and
domestic
coupled with the green
light given for listing 11s
51%-owned Perwaja
Steel Sdn Bhd on Bursa
Malaysin. The fully-
inlegruted
producer is one of the lorgest in Malaysia with a total production
cuppeity of 4.8 million tommes annuplly, 1t hos 12 plapts in the
country and o strong distribution network of more than 300
denlers locally and regionnlly, Going forward, Kinsteel intends to
tuke advimtage of the tght steel supply situstion faced by the
region by targeting full utilisation of the ayailuble capacity of
Perwaja's Gurun plant, which achieved 63% utihisation rate last
year, “The Gurun plant 15 capsble of producing higher-margin
products. that command strong demuand from local and regional
compomes, s continuously putting efTons ot producing products
that meet the specifications of the building mdusery”” MIMB
Investment Bank Bhd said inits lntest note. The company, kmown (o be
the sale producer and distributor in South-East Asin ol direct reduction
iron, bepmblanks, H-beams und 1-beams. is about o roll out new
products, steh as high-grade wire mod, il track, galvanized wire,
sheet pile and imperial stged Land H beams this year

“Niche produets, such as galvanssed wire and rail wack. fewch
sigrificantly higher margims of 30% compared with us current
ehriings before interest and tax morgin ol aboul 15%. improving
its fiiture carnings prospects.” an annlyst with o bank-backed
brokernge noted. Kinsteel also plans to lnvest o RMA00mil

fuctors,

steel

mini-blast furnace that produces hot metal n line with its intention
1o move up the value clain by produeing more niche steel products,
The fumace will have an annual capacity of 600,000 tonnes and is
expected o commence operations by nid-

2000, Besides ramping up its production for high-grade nichie steel
products, the mini=hlast fumace would result inenergy cost savings
of approximately 30% or RM30miL" the wnalyst added, Kinsteel
received the Securities Commission's approval to list Perwaija.
“With thys approval, Perwogn will be nble to peeess the-capitnl
markets to rmse funds for future expansion opportunitics; as well
as unlock some wvalue for both Kipsteel and Perwaja
shureholders,” chwrman Tan Sn Abo Suhid Mohamed sad inon
stutement

In an earlier report, Kinsteel said there would be no effective
dilution onits shareholding in Perwaja after the iitial public ofter
(PO but would remin al 51%, comprising ordinary shares and
irredeemable convertible unsecured loan stock, Andlysts are
aptimistic on this latest development, as the listing excreise will
reduce Kinsteel's net debt o gearing substuntially, besides
imlocking its investment value, Ahout RM230mil will be raised
from the PO where Rl 30mul will be utilised for the purchase
pnd construction of the furmace, while the balance will be used for
eeneral capital expenditure. The remaiming ameountol RM270mil
needed for the furnace will be funded imernally: or vip: hank
borrowings, “The listing would alse resultin a separntion of the
upstream products, enabling Kinsteel to foeus on its core business
of mid wnd downstream activities, while retwining mnnngement
and vontrol over the facilities]”” an analyst sad. 10 will be one of
the most mteresting 1POs during the period as the infrastrueiure
development surge associated with the mamp-up of Ninth
Malaysia Plan projects ot Its [astest piice would get under wiy
around that period.” another analyst observed.

NDRC Urges More
Governmental Guidance

Leading Chinese steel mills like Buosteel, Anshan, Wuahan and Shougang
have gehieved a consensus that central government should step up muero
puidance n 1ron ore mines development both gt home und ubroad, at the
recent conference convened by Natonal Development&Reform
Committee {NDRCY), reported by China Securities News.,

Domestic ore mine éxtriction has been disordered in recent years imid sky-
rocketing fron ore price for lack of sufficient input. By contrary, those high-
stade and easy-o-exploit dron ore reserves hive been controlled by the
world's Jeading ore miners. That's why Chinese companies have to puy
costly price for getting access tothese reserves,

The participants of the meeting agree that it's essential w embark on
strategic researchon iron ore reserve in order to nail down the problems and
get o clear understanding of current iron ere reserve in China. That would
lay eroundwork for giving advise 1o government policy guiding the jron ore
exploitation inthe future.
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Coal Enterpnses Calls for Export Quotas Relaxation

I-_'lcpuri price-for Chinu-ongin coul
will keep mereasing ugainst o
backdrop of conunuous price
hikes in mtarnational market. the
two largest domestie coal
producers, Shenhun Group amd
China National Coal Group, says
separately ot Codlteans China
2008, According (o Jing Tianliang,
gm-;ml mahaper af Ching National Coal Group, China now eyes
rwbust demund and tight supply of coal and discourages coul
exports. Export prices oltered by China were all higher than those
quoted by Australia, Chinese coal enterprises have every reason
to seck a coal price ke, which would be 8 bigger one than
Australian supphers. Japan has agreed with Australian coul
suppliers onn 125% price hike for thermal coal onAgpr Y,

Price for conl exported to Jipan cian fse some 0% based on
carrent level, says Wing Jinli, vice president of Chiny Sheahi
Encrgy Company Limited, Japan {8 the largest buyer of Chinese

conl, who purchased 29% of China's total éxports last yvear,
However, "The biggest problem lies m export quota rather than
expart price.” Wing pomts oul. China has restricted exports of
fesource-intensive  products during. recent years and  has
introduced coal export quoti The first batch of coal export quota
reaches 318 million tons, with 13,1 million tons or 41% going to
Shenhua Group wnd Ching National Coal Group each,
Government plan shows export quota drops dramatically 1o 53
million tons this year, slumping by 17 and 27 million tons
respectively compared with 70 and 80 million tons i 2007 and
2006

This. wornies coal exporters. Wang hopes the povermment
Temoves foo sinct restietions on coal exports, inview of overseas
market shires gained by years ol hard efforts. "Export volume can
mitan the level i lust year 1 poliey does not change
significanly.” Jing explams: Short thermal coal supply alter
snowstorms carly this yvear has been relieved. The second bach,
ureven the third bateh of export guota will eome out providing
demond emerges moversens markets.

CISA:200T's Steel Export
Downtrend to Continue this Year

Mr Luo Bingsheng,
executive wvice
presudent of Chima
rop and Steel
Assoctalion
anveiled at the 08
[mternational  Steel
Fordm and  Clina
Steel Trade Fair
hosted by Mysieel
that |ast year's
downtrend m steel
and billet exports will contimue to this year, and i the total amount
af export rebounds . government will take more severe control
measures. Lo predicted that Ching's steel export will be 48
million tons, billet 15 millson tons n 2008; converting inte erude
stee] 15:52.5 nullion wns; decrease by 280 million tons over 2007's
expartatd down by 27%: For imparts. China's steel mmpiorts could
be 16 million twns, billet about 220 thousand wons that almost
equils o 2007

Luo said, the government's restrictive measure ahout steel export
will take further effects. Judping [rom this year's operation, there
would be two situations: One 15 that home steel prnices plunge

substantially while nternational steel prices keep high, the other
15 that mternational prices further rise up; whereas domesue
market goes stable relatively. The proice gap will be larger, which
will stumulate Chinese steel exports. However, Luo revealed that
il the totul export amount rebounds, the govenmment will take
mare restrictive policies [ depends on steel export in 2008 will
pot continuously increase. Even i1 there is export rebound, it
would just g short-run period. Export deereasing 18 mevitable in
2008,

Angang to Raise Capacity
to 50m T By 2010

Agipang Group aims to rise up its steel
capacity 10 30m tons by 2010; Zhang 8
Wangin, Exporing Divector ol the
company’s miemational trading woit,
told Ruters at 2008 Mysteel
Intermationnl Steel Forum held in
Shatyrhai.

Angang has tomake more elforts to obtain this goeal in the years
ahead since Bengang would attribute merely 1im tons ol capacity
Loy the group after the merger completes, but he declined w reveal
more details about the company’s future plans. Last vear,
Anpang's crude sweel and hOnished sieel output both hive
surpissed 1 6m lons, unid its president Zhang Xiaogang hopes the
crude stee] capheity would reach some 1'9m tons this year.
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Positive Beginning ol Year 2
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